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1. LOCAL PRESS AUGUST 27TH CARRIED A STORY ON THE 
ASIAN CLEARING UNION WHICH CONFIRMS OUR EARLIER IMPRESSION 
THAT THE UNION WILL HAVE NO NOTICEABLE IMPACT ON 
PAKISTAN’S TRADE AND PAYMENTS. THE STORY, WHICH WAS 
BASED ON REMARKS MADE BY ACU GENERAL MANAGER CYRUS 
TOWFIQ DURING A BRIEF VISIT TO KARACHI, DESCRIBED THE 
PURPOSES OF THE UNION IN ESSENTIALLY THE SAME TERMS 
AS REFTEL. IT SAID LITTLE ABOUT THE MECHANICS OF 
THE ACU, EXCEPT THAT IT WOULD PERMIT EXPORTERS IN 
PARTICIPATING COUNTRIES TO BE PAID IN LOCAL CURRENCY, 

THUS ECONOMISING ON THE MONETARY AUTHORITIES' NEED 
FOR RESERVES. 
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2. THE STORY MENTIONED THAT PAKISTAN'S ADHERENCE TO 

THE ACU HAD BEEN SUBJECT TO TWO PROVISOS: THAT GOVERNMENT 
INVISIBLE RECEIPTS AND PAYMENTS WOULD NOT BE COVERED, 

AND THAT IRAN-PAKISTAN TRADE WOULD REMAIN OUTSIDE THE 

ACU FRAMEWORK. THIS LATTER PROVISION VIRTUALLY GUARANTEES, 

IN OUR VIEW, THAT THE ACU WILL HAVE NO IMPACT ON PAKISTAN'S 

TRADE AND PAYMENTS, SINCE IRAN IS THE ONLY OTHER PARTICIPANT 

WITH WHICH PAKISTAN HAS ANY SIGNIFICANT TRADE. AMONG 

THE OTHER PARTICIPANTS, INDIA TRADES WITH PAKISTAN 

ONLY ON A CAREFULLY REGULATED, STATE-TO-STATE BASIS 

AND IN MINOR AMOUNTS; AND PAKISTAN'S TRADE WITH SRI LANKA AND 

NEPAL IS IN MINOR AMOUNTS ONLY. 

3. IN DISCUSSIONS WITH EMBASSY OFFICERS, GOP FINANCIAL 
OFFICIALS CONSIDERED ACU UNIMPORTANT FOR PAKISTAN AT 
THIS STAGE. 
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